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ABSTRACT 
Internationalization in SMEs is both a challenge and an opportunity. While the costs of 
internationalization may be high for resource-limited SMEs, the input from international markets 
can be decisive in advancing innovations. This paper analyses the role of internationalization in 
innovation performance of SMEs. Data from Japan and Germany indicate that an integrative 
strategy which combines international market expansion and international cooperation yields 
higher sales with new-to-market product innovations. The results are consistent for both Japanese 
and German SMEs, despite the distinct geographical differences of the two countries. 
